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CONFIDENTIAL BONN 1 1927 

DEPARTMENT PASS TREASURY AND FEDERAL RESERVE 

E.O. 11652: GDS 
TAGS: EFIN, GW 

SUBJECT: DECLINE IN YIELD OF GERMAN BONDS 

REF: BONN A-539, BONN A-462 AND BONN A-442 

1. GERMAN DOMESTIC BOND PRICES HAVE INCREASED 
RAPIDLY DURING THE PAST WEEK, REINFORCING THE TREND 
TOWARDS HIGHER BOND PRICES PREVAILING SINCE THE END 
OF JULY. THE FAZ AVERAGE YIELD OF OUTSTANDING 
DOMESTIC 8 PERCENT BONDS HAD FALLEN FROM A HIGH OF 
10.63 PERCENT ON JULY 30 TO 10.50 ON AUGUST 8, 

BEFORE DIPPING SHARPLY TO 10.18 PERCENT ON AUGUST 20. 
THE YIELD OF 7 PERCENT DOMESTIC BONDS FELL IN THE 
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SUBSEQUENTLY TO 10.19 PERCENT. RECENTLY ISSUED 10 
PERCENT COUPON DOMESTIC BONDS ARE CURRENTLY TRADING 
ABOVE THEIR ISSUE PRICES OF 100. FOR EXAMPLE, THE 
SECOND TRANCHE OF THE STABILITY LOAN (SEE BONN A-462), 
THE POSTAL LOAN (SEE BONN A-442) AND THE FEDERAL 
RAILWAY LOAN (SEE BONN A-539) ARE TRADING AT ABOUT 
101.50. THE RAILWAY LOAN WAS REPORTEDLY HEAVILY 
OVERSUBSCRIBED. 

2. THE RAPID DECLINE IN THE BOND YIELD APPEARS TO 
REFLECT MARKET SPECULATION THAT THE PEAK IN THE BOND 
YIELD HAS BEEN REACHED, OR EVEN OVERCOME. THIS 
SPECULATION IS APPARENTLY BASED ON THE BELIEF THAT 
THE BUNDESBANK WILL NOT TIGHTEN ITS RESTRICTIVE 
MONETARY POLICY ANY FURTHER. 

3. BUNDESBANK OFFICIALS HAVE PRIVATELY TOLD US THAT 
THEY ENGAGED IN OPEN MARKET OPERATIONS LAST WEEK TO 
KEEP BOND YIELDS FROM FALLING TOO RAPIDLY. THE 
BUNDESBANK REPORTS THAT IT SOLD APPROXIMATELY DM 0.1 
BILLION OF BONDS ON THE OPEN MARKET DURING THE 
AUGUST 8-15 PERIOD. 

CASH 


CONFIDENTIAL 


NNN 


Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 



Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 


Message Attributes 


Automatic Decaptioning: X 

Capture Date: 01 JAN 1994 

Channel Indicators: n/a 

Current Classification: UNCLASSIFIED 

Concepts: n/a 

Control Number: n/a 

Copy: SINGLE 

Draft Date: 21 AUG 1973 

Decaption Date: 01 JAN 1960 

Decaption Note: 

Disposition Action: RELEASED 
Disposition Approved on Date: 

Disposition Authority: garlanwa 
Disposition Case Number: n/a 
Disposition Comment: 25 YEAR REVIEW 
Disposition Date: 28 MAY 2004 
Disposition Event: 

Disposition History: n/a 
Disposition Reason: 

Disposition Remarks: 

Document Number: 1973BONN1 1927 

Document Source: CORE 

Document Unique ID: 00 

Drafter: n/a 

Enclosure: n/a 

Executive Order: GS CASFI 

Errors: N/A 

Film Number: n/a 

From: BONN 

Handling Restrictions: n/a 
Image Path: 

ISecure: 1 

Legacy Key: Iink1973/newtext/t19730826/aaaaassz.tel 

Line Count: 84 
Locator: TEXT ON-LINE 
Office: ACTION EB 

Original Classification: CONFIDENTIAL 
Original Handling Restrictions: n/a 
Original Previous Classification: n/a 
Original Previous Handling Restrictions: n/a 
Page Count: 2 

Previous Channel Indicators: 

Previous Classification: CONFIDENTIAL 

Previous Handling Restrictions: n/a 

Reference: BONN A-539, BONN A-462 AND BONN A-44, 2 

Review Action: RELEASED, APPROVED 

Review Authority: garlanwa 

Review Comment: n/a 

Review Content Flags: 

Review Date: 06 AUG 2001 
Review Event: 

Review Exemptions: n/a 

Review History: RELEASED <06-Aug-2001 by izenbei0>; APPROVED <14-Sep-2001 by garlanwa> 

Review Markings: 

Declassified/Released 
US Department of State 
EO Systematic Review 
30 JUN 2005 


Review Media Identifier: 

Review Referrals: n/a 
Review Release Date: n/a 
Review Release Event: n/a 
Review Transfer Date: 

Review Withdrawn Fields: n/a 
Secure: OPEN 
Status: NATIVE 

Subject: DECLINE IN YIELD OF GERMAN BONDS 
TAGS: EFIN, GE 
To: STATE 
Type: TE 

Markings: Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 


Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 



